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HIRSP Health Care Reform Package

Background:

The Health Insurance Risk Sharing 'E"i'a'ra (HIRSPY offers health insurance coverage to individuals
with adverse medical histories and others who cannot obtain affordable health care coverage
from the private sector,

However, this program is seeing cost increases that can not be sustained under the current
system.

Since 2000, HIRSP expenses have increased more than 300% to $207 million.
The average monthty premium paid by individual HIRSP policyholders doubled to $480.

Increased costs of the program have shifted $38.9 million in costs onto the backs of privately
msured mdmduais and fam;bes, an fncrease of 544% in5 years

-The HiRSP Heaith Care Reform ?ackage Taikmg Paznts,

The bﬂ{ would 1mplement a number of reforms au‘ned at {:ontrolhng the cost of H!RSP and was
developed with the help and input of the Governor’s Administration.

Controlling HIRSP costs will make the program more affordable to policyholders in the program,
and reduce the cost shift onto the backs of families who purchase private health insurance,

The new board is comprised of insurers, providers and policyholders to ensure that the
interests of all parties are represented as the board moves ahead with reforms.

The bill would provide needed flexibility to the newly created quasi-governmental HIRSP
Authonty fo: deveiop mno\fatwe pians that prowde heaith ccverage cons:stent with pkans

Offered in'the private sector. -

The new structure of the HIRSP program will encourage the use of modern disease management
techniques, provide health coverage that is consistent with the private market, and update
benefits that have been changed little since 1981

The new Authunty will have the fie)ab;bty to respond to different market condxt;ons,
implement disease management program for AIDS and other chronically ill policyholders, and
control the cost of prescription drugs through the use of new prescription management
techniques, such as a tiered system similar to the Navitus program.

Wisconsin has zero GPR in the current HIRSP program, and will continue to have zero GPR in
the newly created authority.

Many policy holders will be eligible to deduct 100% of their premium costs from their income
taxes due to changes approved in the 2005-07 budget bill.

The bill will also offer a tax credit to those insurers who pay into the program, further reducing
the health care cost shift on the backs of privately insured families.

This health care reform plan is aimed at controlling the costs of health care for those in the
program, and those who have private insurance.
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Health Insurance Risk-Sharing Plan (HIRSP) Health Care Reform at a Glance:

Key Modifications of the Bill:

1. Transform the organizational structure of HIRSP into a quasi-governmental “authority”
with a board of directors empowered to make cost-saving benefit, administrative and other
market-focused program changes.

« The budget proposal created a private, non-profit entity to govern HIRSP,

2. Create stafu't;irily- imposed .govefn;nent oversight mechanisms such as open records, open
meetings, a competitive bid process for administrative contracts and a State Audit Bureau
audit.
» The private non-profit entity created in the budget was not subject to standard
government accountability measures.

3. Provide that the Governor appoints the 13 member HIRSP Board and its chairperson and
the Senate confirms the Board and require that at {east two f the five public members be

. -HERSP pohcyhoiders “The Commissioner of insurance would serve as a non-voting member,

The budget propusai allowed the’ Commzsszoner ef insurance to appomt the 13 HIRSP
Board members and the Senate o conf:rm ‘them."

4, iast the basn: covered services in the s!:ate statutes conszstent with federal Health
Insurance Portability and Accountability Act (HIPAA) requirements for “eligible individuals”
and Wisconsin mandated benefits but allow the new, more independent HIRSP Board to
establish benefit levels, deductibles, co-payments and coinsurance requirements, exclusions,
and limitations that are generally reflective and commensurate with comprehensive health
insurance coverage offered in the private individual market in the state.

+ The budget proposal delegated all benefit and plan design decisions to the private,

non-profit board.

5. Require insurers and providers to contribute equally toward the cost of the premium and
deductible subsidy program for’ individuals with incomes below 525 000, after’ any, federal
funds for high'risk-pools are first-used to reduce the.cost of the subsidy program. ~
+ The budget proposal required all HIRSP costs including the subsidy program to be
funded 60% by policyholders, 20% by insurers and 20% by provider payment rate
adj-ustments

6. Create adrhtmnai conditions ﬁnder which the Cummlssaoner of insurance could reject a
form filing for HIRSP to include that “the [evel of cost-sharing is not actuarially equivalent to
comprehensive individual health insurance policies offered in the private sector market in this
state and would create financial hardship for eligible populations”.
¢ The budget proposal allowed the Commissioner to reject a form filing if the benefit
design is not comparable to a typical individual health insurance policy offered in the
private sector market in this state.

7. Create a $5 million HIRSP tax credit for insurers who pay HIRSP assessments and taxes
beginning in tax year 2006 and first claimable in fiscal year 2008. Allow for a 15-year
carry-forward.
» The budget included a $2 million tax credit in 2006 and a $5 million tax credit in 2007
and thereafter.

8. Require the new authority to seek to create a federally qualified separate poot for the
Federal Health Coverage Tax Credit (HCTC) population with no subsidization from insurers
or providers. The new pool would allow the HCTC population to be eligible for a 65 percent
federal refundable tax credit.

» The budget proposal did not include a pool for the HCTC population,
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COMMITTEE TARGETS FOR HIRSP REFORM

s Assembly Insurance Committee
o Senate Insurance Committee
e Joint Finance Committee

ASSEMBLY AND SENATE CO-SPONSOR TARGETS FOR HIRSP REFORM

Assembly Republicans

Ann Nischke

Curt Gielow

Gregg Underheim
Phil Montgomery
“Steve Wieckert -
Terri McCormick
Karl Van Roy

Joan Ballweg
Terry Moulton
Kitty Rhoades
Dean Kaufert

Scott Jensen

Dave Ward

Jeff Stone

Dan Meye

& f’f‘f ’z)qxézﬁ/@fég?{%

Assemblv I)emocrats

Mark Pocan
Pedro Colon
Terese Berceau
Mike Sheridan
Tony Staskunas
Tom Nelson
Jennifer Shilling
Pave Cullen
John Lehman

Senate Republicans

Dan Kapanke
Alberta Darling# ¥
Carol Roessler Y
Ron Brown

Neal Kedzie
Luther Olsen
Mary Lazich

Scott Fitzgerald Y
Rob Cowles

Joe Leibham

Senate Democrats -

Russ Decker
Lena Taylor ¥
Judy Robson
Jon Erpenbach
Dave Hansen
Mark Miller
Bob Jauch
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' Healtﬁ_lnsurancé'Ris_k-Sﬁaﬁﬁg' Pié._ﬁ (HIRSP) Refcéfﬁ_a__'Updété

- Snmmary

Over the 1ast several months mdmdual dlscusswns have taken place thh the Doyle

' Administration, HiRSP advocates and key leglslators to develop a bipartisan HIRSP
-~ reform proposal that eases the financial burden of HIRSP on all HIRSP stakeholders and
makes HIRSP more comparable to health insurance products in today’s individual

; _msurance market “The HIRSP reform nrovosal that was p_assed by the Leg;s}ature in the
State Budget but vetoed by the Govemnor, is being modified to respond to concerns of

Doyle administration officials and HIRSP program advocates whﬁe retaimng the majority
: 'of core nrmcmles n the Leglsiature S HIRSP Dronosal : Lo

| "Key Modaficatlons. | :

1, "-Transferm the arganmatmnal structure of HIRSP to a quasx»governmental
"‘aatharlty” with a board of directors’ empowered to make cost-saving benefit,
- administrative and other market-focused program changes The budgc
.- proposal created a private, non-profit entity to govern HIRSP.
2. Create statutorlly tmposed government overmght mechanisms such as open
B 'records, open meetings, a competitive’ bid process for admlmstratwe contracis
‘and a State Audit Bureau audit. The private non-profit entity created in: the
budget was not subject to standard g overnment accountabilit: rneasures_
-3, ‘Provide that the Governor appoants the 13 member HIRS? Board and its
B chalrperson and the Senate confirms: the Board and require that at least two
of the five public members be HIRSP policyholders. The Commissioner of
Insurance would serve as a non-votmg member. The budget proposal allowed
the Commissioner of Insurance fo am)omt t.he 13 HIRSP Board members and
the Senate to confirmthem. -~~~
4. List the basic covered services in the state statutes cons;stent thh federal
Health Insurance Portability and Accountabﬂxty Act (HIPAA)
requirements for “eligible individuals” and Wisconsin mandated benef' ts
but allow the new, more mdependent HIRSP Board to establish benefit levels,
deductibles, copayments and coinsurance requirements, exclusions, and
limitations that are generaﬂy reflective and commensurate with comprehensive
health insurance coverage offered in the private individual market in the state.

The budget Qrogosal deiegated all bcnefit and gian desxgg decisions to the

private, non—pwﬁt board. -
5. Requlre insurers and prowders to contribute equally toward the cost of the

premium and deductible subsidy program for individuals with incomes
below $25,000, after any federal funds for high risk pools are first used to
reduce the cost of the subsidy program. The budget proposal required all

HIRSP costs including the subsidy program to be funded 60% by policyholders,
20% by insurers and 20% by provider payment rate adjustments.




6. Create addxtlonai condmons under wh:ch the Commlssxoner of Insurance
could reject a form filing for HIRSP to include that “the level of cost«shanng
is not actuanally cquivalent to comprehensive individual health insurance
policies offered in the private sector market in this state and would create
financial hardshlp for. f:hgxble populations”. The budget proposai allowed the
Commissioner to reject a form filing if the benefit design is not comparable to a

typical individual health msurance policy offered in the arwate sector market in
this state. = - . :

7. Createa $5 mllllon HIRSP tax credxt far msurers who pay HIRSP
assessments and taxes beglnmng in tax year 2006 and first claimable in
fiscal year 2008, Allow for a lsmyear carryafnrward ‘The: budget included a
$2 million tax credit in 2006 and a $5 million tax credit in 2007 and thereafter.

8. Requxre the new authority to seek to create a federally qual:fied separate
pool for the Federal Health Coverage Tax C‘redzt (HCTC) population with
no subs:dazation from insurers or providers. . The new pool would allow the
HCTC population to be eligible for a 65 percent federal refundable tax credit.

The budget proposal did not include a pool for the HCTC population.







Health Insurance Risk-Sharing Plan (HIRSP) Reform Update

Summary:

Over the last several months individual discussions have taken place with the Doyle
Administration, HIRSP advocates and key legislators to develop a bipartisan HIRSP
reform proposal that eases the financial burden of HIRSP on all HIRSP stakeholders and
makes HIRSP more comparable to health insurance products in today’s individual
insurance market. The HIRSP reform proposal, that was passed by the Legislature in the
State Budget but vetoed by the Governor, is being modified to respond to concemns of
Dovle administration officials and HIRSP program advocates while retaining the majority

of core principles in the Legislature’s HIRSP proposal.

Key Modifications:

1.

i}é&f 3

4,

ekt 5.
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éi Gl @il

Transform the organizational structure of HIRSP to a quasi-governmental
“authority” with a board of directors empowered to make cost-saving benefit,
administrative and other market-focused program changes. The budget
proposal created a private, non-profit entity to govern HIRSP.

Create statutorily imposed government oversight mechanisms such as open
records, open meetings, a competitive bid process for administrative contracts
and a State Audit Bureau audit. The private non-profit entity created in the
budget was not subject to standard government accountability measures.
Provide that the Governor appoints the 13 member HIRSP Board and its
chairperson and the Senate confirms the Board and require that at least two
of the five pu’ohc members be HIRSP policyholders. The Commissioner of
Insurance would serve as a non-voting member, The budget proposal allowed
the Commissioner of Insurance to appeint the 13 HIRSP Board members and
the Senate to confirm them.

List the basic covered services in the state statutes consistent with federal
Health Insurance Portability and Accountability Act (HIPAA)
requirements for “eligible individuals” and Wisconsin mandated benefits
but allow the new, more independent HIRSP Board to establish benefit levels,
deductibles, copayments and coinsurance requirements, exclusions, and
limitations that are generally reflective and commensurate with comprehensive
health insurance coverage offered in the private individual market in the state.

The budget proposal delegated all benefit and plan design decisions to the

private, non-profit board.
Require insurers and providers to contribute equally toward the cost of the

premium and deductible subsidy program for individuals with incomes § 2. <

op 42,

L (Al

below $25,000, after any federal funds for high risk pools are first used to i 5 ﬁg;‘é :.;{

reduce the cost of the subsidy program. The budget proposal required all
HIRSP costs including the subsidy program to be funded 60% by policyholders,

Hon

20% by insurers and 20% by provider payment rate adjustments. Y ro O
{o% o



6. Create additional conditions under which the Commissioner of Insurance
could reject a form filing for HIRSP to include that “the level of cost-sharing
is not actuarially equivalent to comprehensive individual health insurance
policies offered in the private sector market in this state and would create
financial hardship for eligible populations”. The budget gropusai allowed the

Commissioner to reject a form filing if the benefit desagg is not comgarable toa

typical mdmdual health i insurance policy offered in the private sector market in
this state.

7. Create a $5 million HIRSP tax credit for insurers who pay HIRSP
assessments and taxes beginning in tax year 2006 and first claimable in
fiscal-'year 2008, Allow for a 15-year carry-forward The budget included a
*$2 million tax credit in 2006 and a $5 million tax credit in 2007 and thereafter.
8. Reqmre thie new authority to seek to create a federally qualified. separate
e 4475 pool for the Federal Health Coverage Tax Credit (HCTC) population with
"‘i; no subsidization from insurers or providers. The new pool would allow the
& sz} HCTC population to be eligible for a 65 percent federal refundable tax credit.

focth The budget proposal did not include a pool for the HCTC population.

Proposal Status:

The Legislative Drafting Bureau is in the process of drafting the proposal. The bill will
be authored by key Republican legislators with support from Democrats. The Assembly
and Senate Insurance Committees will hold a joint public hearing in late November, -
followed by separate executive committee action. The bill is targeted for floor debate in
both houses in December. Some provisions of the bill will take effect on January 1,
2006, but the change to an authority will be effective July 1, 2006, to allow for a smooth
transition from the Department of Health and Family Services.
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Representative Rhoades
Representative Kaufert
Senator Darling

Senator Lazich

HEALTH AND FAMILY SERVICES -- HIRSP AND PUBLIC HEALTH

Convert the Health Insurance Risk-Sharing Plan (HIRSP) to a Private Nonprofit Organization

Motion:

Move to incorporate the provisions of LRB0243, relating to the administration of the health
insurance nsk-shanng plan (H}RSP), into the bill.

Reduce ﬁmdmg for HiRSP beneﬁis and’ admxmstratzon by $45 942,900 SEG m 2005-06 and
by $145,797,000 SEG in 2006-07 and del ete 4.83 SEG positions, beginning January 1, 1,2006.

Delete all of the Governor's statutory changes in AB 100 relating to HIRSP (pp. 263 thru
266, Items #2 thru #6 of the LFB Summary of AB 100).

Note:

In general, the motion would transfer responsibility for administering the health insurance

'nsk;shanng plan (HIRSP) to a private, nonprofit association governed by a board -of directors

empowered to make benefit, eligibility, cost containment, administrative and other changes to the
program.

Current Law -~ HIRSP Structure and Administration

Under current law, HIRSP offers health insurance coverage to individuals with adverse
medical histories and others who cannot obtain affordable health care coverage from the private
sector. The Department of Health and Family Services (DHFS) and a 13-member Board of
Governors administer HIRSP. The HIRSP Board of Governors consists of the DHFS Secretary
(or a designee from DHFS), who serves as chair, the Commissioner of Insurance (or a designee
from OCI), and the following 11 members appointed by the Secretary of DHFS to staggered,
three-year terms: two participating insurers representing nonprofit organizations, two other
participating insurers, three health care providers, and four public members. Of the four public
members, at least one must have coverage under HIRSP, and one must be a representative of a
small business in the state. Further, none of the public members may be professionally affiliated
with the practice of medicine, a hospital, or an insurer. Finally, the three health care provider
representatives must include one representative of the Wisconsin Medical Society, one
representative of the Wisconsin Hospital Association, and one representative of an integrated

multi-disciplinary health system.

Motion #775 Page 1



Current law establishes a separate, nonlapsible HIRSP fund managed by the State of
Wisconsin Investment Board and consisting of revenue from insurer assessments and enrollee
premiums.  Benefits and administrative expenses from the fund are paid from state

appropriations to DHFS.
Motion -- HIRSP Structure and Administration

The draft would transform HIRSP into a legally distinct, nonprofit organization governed by
a board of directors empowered to make benefit, eligibility, cost containment, administrative, and
other changes to the program. Direct that, no later than September 1, 2005, the Commissioner of
Insurance shall nominate 13 individuals to serve as the initial directors of the board of the new
organization including: four representatives of participating insurers; four health care provider
representatives, including one representanve of the Wisconsin Medical Society, one representative
of the Wisconsin Haspital Assomatwn, one representatwe of the Pharmacy Soc1ety of Wisconsin,
and one representative of a- health care provider that prov:dcs services to persons with coverage
under the plan; and, among the remaxmng five ‘members, at least one who represents small
businesses that provide health insurance, and at least one who has coverage under the plan. Board
members are to be confirmed by the Senate.

Direct that the board form a private, nonprofit organization under Chapter 181 of the statutes
and take all actions necessary to exempt the organization from federal taxation. The draft also
specifies that the organization is exempt from state income taxation. The board assumes HIRSP
administrative duties exercised under current law by DHFS, the HIRSP board, or the HIRSP plan
administrator. OCI will assess insurers and forward assessment revenue to the board. Policyholder
premiums and insurer assessments will be paid into a fund, which will be outside the state treasury.
The board will. control the assets of the ﬁmd and wzlll select reglﬂated ﬁnanclai institutions in which
to establish accounts. The board will pay the operating expenses of the HIRSP plan from the fund.
As a condition for the release of the assessment revenue from OCI, the organization, through the
board, agrees to administer the plan in conformance with Chapter 149 of the statutes.

The transfer of HIRSP administration to the new board takes effect on January 1, 2006.

Current Law -- DHFS Oversight

The DHFS Secretary, in addition to chairing the HIRSP Board of Governors, has a number
of responsibilities relating to the operation of the plan. The statutes require the DHFS Secretary
to promulgate a variety of administrative rules governing the operation of HIRSP, including rules
to: (a) operate the plan; (b) establish annual HIRSP premium rates, insurers' assessments, and
provider payment rates; (3) adjust premiums, insurers' assessments, and provider payment rates
as necessary to meet the costs of the plan; and (4) permit certain persons who receive government
reimbursements or copayments to continue to be eligible for the plan. DHFS may also
promulgate rules relating to premium rates, insurer assessments, and provider payment
adjustments as emergency rules. DHFS may establish the following limits on covered services
by promulgating administrative rules to: (a) apply the same utilization and cost control
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procedures that apply under rules established for MA, except that DHFS cannot apply the same
copayments to HIRSP plan participants as apply to MA recipients; (b) limit the amount of
services provided to individuals with chronic mental illness in community support programs; and
(¢) establish copayments, coinsurance, and out-of pocket limits for prescription drugs, subject to
the approval of the Board of Governors. Further, DHFS may limit coverage of prescription drugs
to only those claims submitted by pharmacists directly to the plan administrator. Finally, DHFS,
in consultation with the Board, is required fo establish a program budget for each plan year.
DHFS may not implement the budget unless approved by the Board.

Motion -- DHFS Oversight

Under the draft, DHFS has no role in the HIRSP program. Generally, under the draft, the
board assumes any responsibilities DHFS has under current law.

Current Law - 0CI O?ersight :

Under current law, the OCI Commissioner or his or her designee serves on the HIRSP
Board. Additionally, OCI is required to assess each insurer its proportional share of the HIRSP
costs to be paid by insurers, as determined by DHFS. OCI is required to calculate each insurer's
portion and to notify DHFS of the insurers that are to share in the costs. OCI may, by rule,
exempt as a class, those insurers whose share would be so minimal as to not exceed the estimated
cost of levying the assessment. OCI may, by rule, require insurers to submit information that is
necessary for OCI, DHFS, and the Board of Governors to carry out their responsibilities related
to the administration of HIRSP.

Motion -- OCI Oversight

Under the draft, the OCI Commissioner nominates the board of directors for the new
organization to administer HIRSP, but does not serve on the board of directors. The OCI
Commissioner's duties to assess insurers and enforce assessments continue, and the draft creates
an appropriation in the Chapter 20 schedule under OCI to which the assessments are deposited,
and from which the assessment revenue is paid to the new nonprofit organization.

Additionally, policies designed by the board of the new nonprofit organization are subject
to OCI approval. OCI may disapprove any policy designed by the board that has a benefit design
that is not comparable to a typical individual health insurance policy offered in the private sector
market in the state.

Current Law - HIRSP Eligibility

Under current law, Wisconsin residents are eligible to enroll in HIRSP as a result of
having health insurance coverage rejected or limited by an insurer, as a result of having certain
diseases or disabilities, or as a result of the loss of employer-sponsored health care coverage.
Current law defines "resident," in part, as a person who has been legally domiciled in this state
for at least 30 days.
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Individuals under the age of 65 may apply for enrollment in HIRSP if, during the nine
meonths prior to the application, they received and submitted with their application, any of the
following, based wholly or partially on medical underwriting considerations: (a) notice of
rejection or cancellation of coverage from one or more health insurers; (b) notice of reduction or
limitation in coverage, mcludmg restrictive riders, from an insurer if the effect: of the reduction is
to substantially reduce coverage compared to the coverage available to a person considered : a
standard risk for the type of coverage provided by the plan; (c) notice of an increase in premium
of 50 percent or more for a current policy, unless the increase is apphcabie to all of the insurer's
health insurance policies then in effect; (d) notice of a premium for a prospective policy from two
or more insurers that is' 50 percent or more in excess of the premium that would be paid by
persons considered a standard risk for similar coverage.

Individuals under the age of 65 may also be eligible for coverage under HIRSP without
having recmvcd any of the notices described above if they have certain diseases or disabilities.
Persons - may enroll: in- HIRSP if. ihey submit evidence of 2 pos1t1ve test for the human

1mmunodeﬁc1ency virus- (HIV) or an anubody to HIV (b) coverage ‘under Medicare because of a_' :

disability ~- defined -as a ‘condition which’ causes the individual to be unable to perform
substantial, gamfuI actmty because of a physaca} or mentai 1mpa1xment which will last at least 12

months.

Additionally, persons may also be eligible for HIRSP under current law if they meet all of
the following quu:rements (a) the aggregate of the individual's period of creditable health care
insurance coverage is 18 months or more; (b) the individual's most recent period of creditable
coverage was under a group health plan, govemnmental plan, federal governmental plan, or
church plan, or under any health insurance offered in connection with any of those plans; (c) the
individual does not have creditable coverage and is not eligible for coverage under a group health

plan, part A or part B of Medicare or medical assistance (MA) or any successor.program; (d) the

-:mdmdual's most recent pen;}d of credltabie covcrage Was, not tenmnated for. any: rcason related
individual elected to continue coverage if the individual was offered the option of continuation
coverage under a federal continuation provision; and (f) the individual has exhausted the federal
continuation coverage. Eizgzbmty under these conditions is strucmred to meet the "acceptable
alternative . mechanism” reqmrements of the federal Health Insurance Portability and
Accountabxhty Act(HIPAA).

Motion -- HIRSP Eligibility

The draft continues eligibility for all persons currently eligible for HIRSP. However,
under the draft, to be eligible to enroll in HIRSP as a result of having health insurance coverage
rejected, an individual must submit notices of rejection from two or more insurers (as opposed to
one or more under current law). Also, the draft continues the "acceptable alternative mechanism”
eligibility conditions that meet HIPAA requirements. The draft allows the HIRSP board of
directors to establish criteria that would enable additional persons to be eligible for coverage
under the plan, as long as the board ensures that the expansion of eligibility is consistent with the
purpose of the plan to provide health care coverage for those who are unable to obtain health
insurance in the private market and does not endanger the solvency of the plan. Finally, the draft
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defines "resident,” in part, as a person who has been legally domiciled in this state for a period of
at least six months. ‘

Current Law - Plans, Coverage, Premiums, and Subsidies

Under current law, HIRSP offers two types of plans, both of which provide coverage for
major medical expenses. Plan 1 is for individuals who meet specified eligibility criteria but are not
eligible for Medicare. Plan 1 offers two deductible options; Plan 1A has a $1,000 deductible for
enrollees with annual household income of $20,000 or more; Plan 1B has a $2,500 deductible for
all enrollees. Plan 2 is for individuals who meet the specified eligibility criteria and who are
eligible for Medicare. The effective deductible for Plan 2 enrollees is $500. Coverage for Plan 2 is
limited to those benefits not paid by Medicare Part A or B, regardless of whether the individual is
enrolled in Part B, Current law specifies expenses that must be covered and expenses that must be
~ excluded under HfRSI’ HIRSP standard plan features contain a number of cost sharing and benefit
limitation provisions referenced in statute, mcludmg medical deductibles, medical and prescription

drug coinsurance, hmtts on out»of»pccket costs, waltxng penods for preexisting conditions, and a
lifetime benefit max1mum of $1 million. =

Current law requires that 60 percent of the projected operating and administrative costs of the
program be funded by premium revenues, and that 20 percent of HIRSP costs be paid from insurer
assessments. Reduced reimbursements to providers account for the remaining 20 percent of HIRSP
costs. Premium rates for Plan 1 must be set at a level no lower than 140 percent, nor higher than
200 percent, of the rate that would be charged under an individual policy providing substantialty the
same coverage and deductibles as HIRSP. Current law also prescribes the criteria for setting Plan 2

rates.

" Current law provides that individuals with less than $25,000 in annual household ificome are
eligible for a subsidy to cover a portion of their premium if enrolled in Plan 1A or Plan 2. Plan 1B
enrollees are not eligible for a premium subsidy. Individuals with annual income less than $20,000
are eligible for a subsidy to cover a portion of their deductible if enrolled in Plan 1A. Enrollees in
Plans 1B and 2 are not eligible for deductible subsidies. - Premium and deductible subsidies are
funded equally from assessments on health insurers and reduced provider payments.

Motion -- Coverage, Premiums, and Subsidies

The draft provides that the board shall determine the design of the plan, including the
covered expenses, expenses excluded from coverage, deductibles, copayments, coinsurance, out-of-
pocket limits, and coverage limitations. Policies designed by the board are subject to OCI approval,
and OCI may disapprove any policy designed by the board that has a benefit design that is not
comparable fo a typical individual health insurance policy offered in the private sector market in the
state. The draft repeals statutory sections related to coverage exclusions, prescription drug
coverage, deductibles, copayments, coinsurance, and out-of-pocket limits, premium rates, and
preexisting conditions. The draft directs the board to establish provider payment rates for covered
expenses, including pharmacy expenses, that consist of the allowable charges paid under MA for
the services plus an enhancement determined by the board. Additionally, the draft repeals a
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provision directing that DHFS, by rule, apply to HIRSP the same utilization and cost control
procedures that apply under MA rules promulgated by DHFS. For HIRSP enrollees eligible for
Medicare, coverage will be limited to those benefits not paid by Medicare Part A, B, or D.
Medicare Part D, which goes into effect on January 1, 2006, is the drug benefit added by the
Medicare Prescription Drug, Improvement, and Modernization Act of 2003. The draft also
directs the board to seek to qualify HIRSP under federal regﬁlaﬁons as a state pharmacy assistance
program (SPAP) -- which is a program that provides senior citizens and individuals with disabilities
increased access to prescription drugs. If HIRSP is deszgnated as a SPAP, drug costs paid by
HIRSP for Plan 2 enrollees will count toward the enrollees' coinsurance requirement in the Part D
benefit “coverage gap" -- that is, the difference between the initial Part D coverage limit and the
catastrophic threshold. The draft retains the $1 million lifetime benefit maximum.

The draft retains the requirements that plan costs be paid 60 percent from enrollee premiums,
but repeals the requirements that premiums be set no lower than 140 percent, nor higher than 200
percent of the amount that would be charged under an mdmduai pol;cy provxdmg substant;any the
same coverage. The draft also repeals the criteria for. setting Plan 2 rates. -The draft retains the
current law requirements that 20 percent of plan costs be paid through insurer assessments, and 20
percent from adjustments to provider payment rates. Additionally, the draft specifies that the board
shall provide for subsidies for premiums, deductibles, and copayments for eligible persons with
household incomes below a level established by the board. However, the draft provides that any
premium and deductible subsidy costs will be split among policy holders, insurers, and providers
according to the same 60 percent/20 percent/20 percent allocation of other HIRSP plan costs.

Current Law - Plan Administration

Current law provides that a HIRSP plan administrator may be selected by DHFS in a
competztwe b}ddmg process. The HIRSP plan admxmstrater is toi (1) perform all elagxblhty and
administrative claims payment functions relating to the plan; (2) establish premium billing
procedures for collection of premiums from insured persons; (3) perform all necessary functions
to assure timely payment of benefits to persons covered under the plan, including making
information available relating to the proper manner of submitting a claim and distribution of
claim submission forms, evaluating the ehglbzhty of each claim for payment under the plan, and
notifying each claimant within 30 days after receiving a properly completed and executed proof
of loss whether the claim is accepted, rejected, or compromised; (4) under the direction of DHFS,
pay claims expenses from the premium payments received from or on behalf of persons covered
under the plan. If the plan administrator's payments for claims expenses exceed premium
payments, the Board of Governors must forward to DHFS, and DHFS must provide to the plan
administrator, additional funds for payment of claims expenses. The plan administrator is paid
for its direct and indirect costs from the HIRSP fund. Allowable expenses include that portion of
the administrator's costs for printing, claims administration, customer service, financial and
operational reporting, building overhead costs, and other actual operating and administrative
expenses. In addition to contracting with the plan administrator for administrative services,
DHFS contracts with the Legislative Audit Bureau to conduct annual financial audits of HIRSP.

DHFS has contracted with a new plan administrator that began its duties in April, 2005.
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Motion -- Plan Administration

The draft repeals the plan administrator provision and directs that the board adopt policies
to administer the HIRSP statute, including the authority to delegate any part of its powers or
procedures. This includes the authority to contract for plan administration. The draft would
require that DHFS terminate the existing plan administrator contract and that the nonprofit
organization assurning the responsibility for administering HIRSP contract with the same plan
administrator under the same terms and conditions.

The board is to annually report to the Legislature and the Governor on the operation of
the plan. The board is to: (a) perform all eligibility and administrative claims payment functions;
(b) establish a premium billing procedure for collecting premiums from insured persons; and (c)
perform all necessary functions to assure timely payment of benefits to covered persons under the

plan.
R Cu?féﬂt_ Law _Li -Cdsé.'Mﬁké:gé#zent Pilot éfbgmm_

-+ 2001 Wisconsin Act 16 directed DHFS to establish a community-based case management
services demonstration pilot. The pilot program would last three years and may include up to
300 enrollees. Participation in the program is voluntary and each enrollee must satisfy any of the
following criteria: (a) the enrollee was diagnosed with a chronic disease; (b) the enrollee takes
two or more prescribed medications on a regular basis; and (c) the enrollee was treated at least
twice in a hospital emergency room, or admitted at least twice to a hospital as an inpatient, within
six months of applying for the pilot. A team would provide ‘the community-based case
management services. The team consists of a nurse case manager, a pharmacist, a social worker,
and the primary care physician. Case management services provided would include initial intake
assessment, development of a treatment . plan, coordination .of health care ‘services, patient
education, family support, and monitoring and reporting of patient outcomes and costs.

DHFS issued a request for proposals for the case management pilot program and received
proposals from two service providers. According to DHFS, at the time the HIRSP Board was
eval_uating' the proposals, it was also considering a much more comprehensive disease
management program and began working to - include disease management in its next plan
administrator contract. DHFS has included case management services in its mew plan
administrator contract and requested in its 2005-07 biennial budget request that it no longer be
required to establish a separate case management pilot program.

Motion -- Case Management

The draft deletes the statutory provisions relating to the case management pilot program
upon passage of the bill.

Current Law -- HIRSP Staffing
Under current law, 4.83 DHFS SEG positions are paid from the appropriation for HIRSP

administrative services. These positions include 1.0 health care rate analyst position, 1.0
contracts specialist position, 1.0 program and planning analyst position, 1.0 health care financing
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supervisor position, 0.50 program assistant position, and small fractions of health care financing
manager, budget and policy analyst, and program assistant positions.

Motion -- HIRSP Staffing

The draft eliminates the DHFS appropriation for HIRSP administrative services and
deletes the 4.83 SEG positions paid from. the appropriation effective January, 1, 2006. The
private, nonprofit organization to be formed pursuant to the draft would have the authority to hire

staff to administer the HIRSP program.

[Change to Bill: -$191,739,900 SEG)
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The new provisions could result in tax decreases for some firms and tax increases for
others. The net fiscal impact is unknown.

Joint Finance/Legislature: Adopt the treatment of gross receipts from the use of
computer software and services. Delete all other provisions, including authority for DOR to
promulgate administrative rules that specify how income should be apportioned if the income
from sales, other than sales of tangible personal property, cannot be ascertained with reasonable
certainty. It is likely that there would be a significant decrease in income and franchise tax
liahilities as a result of these provisions. However, data is not available to accurately estimate
the fiscal effect.

[Act 25 Sections: 1261, 1262, 1272 thru 1281, 1298, 1305, 1312, 1319, 1320 thru 1322, 1341
thru 1349, 1376, 1383 thru 1385, 1405, 1406, 1419, 1426 thru 1428, 1429, 1430, and 9341(14v)]

20. INDIVIDUAL AND CORPORATE INCOME AND: FRAI\CHISE AND INSURANCE
PREMIUMS TAX CREDIT FOR HIRSP ASSESSMET\TTS N

i St FiﬁancelLeg. Veto
‘ (Chg.toBase]  (Chg. t Leg) Net Change
| GPR-REV - §2,000,000 2,000,000 $0

Joint Finance/Legislature: Create a nonrefundable credit under the insurance premiums
tax, the corporate and individual income and franchise taxes, and the tax on investrnent income
paid by life insurance companies equal to a percentage of the amount of assessments paid by
the insurer during the taxable year under the health insurance risk sharing plan (HIRSP).
Require DOR, in consultation with the Office of the Commissioner of Insyrance, to determine
‘the credit’ percenmge for each’ year SO that the. am}ual cost of the crediti is as close as pra{:’mcabie
to $2 million in the 2008-07 fiscal year, and $5 million in each fiscal year thereafter. Providethat
unused credits could be carried forward fifteen years to offset future tax liabilities. Specify that
the credit would first apply to tax years beginning on January 1, 2006.

Veto by Governor [F-6]: Delete provision.

[Act 25 Vetoed Sections: 13114, 1312r, 1319m, 1354m, 1385h, 1385p, 1386m, 1406m, 1428k,
1428p, 1474q, 1474s, and 1686f]
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1. HIRSP - CONVERSION TO A PRIVATE NONPROFIT Funding Positions
ORGANIZATION SEG - $305.800,100 - 483

Joint Finance: Reduce funding for HIRSP benefits and
operations by $113,307,400 in 2005-06 and $192,492,700 in 2006-07 and delete 4.83 positions,
beginning on January 1, 2006. Transfer responsibility for administering HIRSP to a private,
nonprofit association governed by a board of directors empowered to make benefit, eligibility,
cost containment, administrative and other changes to the program. The transfer of HIRSP
administration to the new board would take effect on January 1, 2006.

Eliminate the separate, nonlapsible HIRSP fund managed by the State of Wisconsin
Investment Board. Transfer the unencumbered assets of the fund to the HIRSP plan
administered by the nonprofit association effective January 1, 2006. Transfer the unencumbered
balances in the appropriation accounts for HIRSP administration and benefits to ihe HIRSP plan
- administered by the nonpmﬁt assoaat;c}n effective }aauary 1, 20{]6

Transform HIRSP u"zto a legaﬁy cizstxrzcz nanprofit or gamzatmn governed by a beard of
directors empowered to make benefit, eligibility, cost containment, administrative, and other
changes to the program. Require that, no later than September 1, 2005, the Commissioner of
Insurance nominate 13 individuals to serve as the initial directors of the board of the new
organization including: four representatives of participating insurers; four health care provider
representatives, including one representative of the Wisconsin Medical Society, one
representative of the Wisconsin Hospital Association, one representative of the Pharmacy
Society of Wisconsin, and one representative of a health care provider that provides services to
persons with coverage under the plan; and, among the remaining five members, at least one
who represents small businesses that provide health insurance, and at least one who has
coverage urlder ﬂf}e pla;:} Board members are to be confirmed by the Senate :

Direct that the board form a prwate nﬁnproﬁt organization uncﬁer Chapter 181 of the
statutes and take al! actions necessary to exempt the organization from federal taxation. Specify
that the organization is exempt from state income taxation. The board would assume HIRSP
administrative duties exercised under current law by DHFS, the HIRSP board, or the HIRSP
plan administrator.

Direct the Commissioner of Insurance to assess insurers and enforce assessments, Create
an appropriation in OCI to which the assessments would be deposited and from which the
assessment revenue would be paid to the new nonprofit organization. Policyhelder premiums
and insurer assessments would be paid into a fund, which would be outside the state treasury.
The board would control the assets of the fund and select regulated financial institutions in
which to establish accounts. The board would pay the operating expenses of the HIRSP plan
from the fund. As a condition for the release of the assessment revenue from OCl, the
organization, through the board, would agree to administer the plan in conformance with
Chapter 149 of the statutes. Provide that no cause of action may arise against and nc Hability
may be imposed upon the organization, plan, or board; or any agent, employee, or director of
any of them; or contributor insurers; or the Commissioner; or any of the Commissioner's agents,
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employees, or representatives, for any act or omission by any of them in the performance of
their powers and duties under Chapter 149 of the statutes.

Continue eligibility for all persons currently eligible for HIRSP. Provide that, to be
eligible to enroll in HIRSP as a result of having health insurance coverage rejected, an
individual must submit notices of rejection from two or more insurers. Authorize the HIRSP
board of directors to establish criteria that would enable additional persons to be eligible for
coverage under the plan, as long as the board ensures that the expansion of eligibility is
consistent with the purpose of the plan to provide health care coverage for those who are
unable to obtain health insurance in the private market and does not endanger the solvency of
the plan. Define "resident,” in part, as a person who has been legally domiciled in this state for
a period of at Jeast six months. Specify that a person is not eligible for coverage under the plan
if the person is eligible for the following medical assistance-related programs: (a) services
under a medical assistance waiver; (b) 2 community integration program for residents of state
centers; {c} a cammmzty mtegram}n program for persons relocated or meetmg rezmbursabie
levels of care; {d)a community integration program and brain injury waiver program for
persons with developmen‘{ai disabilities; {g) medical ‘assistance as part of a family care benefit;
) a spemfzed pilot program for 1ong~term care of children with disabilities; (g) a specified
autism spectrum disorder waiver program: {h) services provided under the program of all-
inclusive care for persons aged 55 or older authorized under 42 USC 13%6u-4; (i) services
provided under the demonstration program under a federal waiver authorized under 42 USC
1315; and (j} health care coverage under BadgerCare.

Require the board to determine the design of the plan, including the covered expenses,
expenses excluded from coverage, deductibles, copayments, coinsurance, out-of-pocket limits,
and coverage limitations. Policies designed by the board would be subject to OCI approval, and
- OCI could disapprove any policy designed by the board that has a benefit design that is not
camparable 10 a typical individual health insurance palzcv offered in the private sector ‘market
in the state. Repeal statutory sections related to cOverage exclusions, prescription drug
coverage, deductibles, copayments, coinsurance, and out-of-pocket limits, premium rates, and
preexisting conditions. Direct the board to establish provider payment rates for covered
expenses, including pharmacy expenses, that consist of the allowable charges paid under MA
for the services plus an enhancemefit determined by the board. Repeal a provision directing
that DHFS, by rule, apply to HIRSP the same utilization and cost control procedures that apply
under MA rules promulgated by DHFS. For HIRSP enrollees eligible for Medicare, coverage
would be limited to those benefits not paid by Medicare Part A, B, or D. Direct the board to
seek to qualify HIRSP under federal regulations as a state pharmacy assistance program (SPAP)
-- which is a program that provides senior citizens and individuals with disabilities increased
access to prescription drugs. If HIRSP were designated as a SPAP, drug costs paid by HIRSP
for Plan 2 enrollees would count toward the enrollees’ coinsurance requirement in the Part D
benefit "coverage gap" -- that is, the difference between the initial Part D coverage limit and the
catastrophic threshold. Provide for a §1 million lfetime benefit maximum.

Direct that plan costs be paid 60 percent from enrollee premiums. Repeal the
requirements that premiums be set no lower than 140 percent, nor higher than 200 percent, of
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the amount that would be charged under an individual policy providing substantially the same
coverage. Repeal the criteria for setting Plan 2 rates. Continue to provide that 20 percent of
plan costs be pald through insurer assessments, and 20 percent from adjustments to provider
payment rates. Require the board to provide for subsidies for premiums, deductibles, and
copayments for eligible persons with household incomes below a level established by the board.
Provide that any premium and deductible subsidy costs would be split armnong policyholders,
insurers, and providers according to the same 60/20/20 percent allocation of other HIKSP plan
costs,

Repeal the plan administrator provision and direct that the board adopt policies to
administer the HIRSP statute, including the authority to delegate any part of its powers or
procedures. This includes the authority to contract for plan administration. Direct DHES to
terminate the existing plan administrator contract and provide that the nonprofit organization
assuming the responsibility for administering HIRSP contract with the same plan administrator
under tha same terms and condztzons '

Reqmre the 'boa;*d tor annualiy repor{ to the Legsiature and the Governor on . the
. operation of the plan. The board would: (@) perform all ehgﬁ:ﬁzty and admmistratwe claims
payment functions; {b} establish a premium billing procedure for collecting premiums from
insured persons; and {g) perform all necessary functions to assure timely payment of benefits to
covered persons under the plan.

Delete current provisions relating to the case management pilot program upon passage of
the bill. [The Governor had aiso recommencded this change. See Item #6]

Eliminate the DHFS appropriation for HIRSP administrative services and delete the 4.83
SEG positions paid from the appropriation, effective lanuary, 1, 2008. The private, nonprofit
organization mauid have the authomy 10 hzre sfaff to admimster the I"EIRSP program

Senate!LeglsIamre Inc}ude provision. In ac’zdmon prahlblt f:he new anrd of directors
from establishing plan rates that exceed 200 percent of rates applicable to individual standard
risks.

Veto by Governor [C-2]: Delete all of these provisions, including the new appropriation
for OCI to pay the Board revenues it collects from insurer assessments ($25,171,800 PR in 2005-
06 and $39.292,800 PR in 2006-07). However, the Governor is unable to restore SEG funding
and positions in DHFS that had been deleted in Enrolled AB 100 as part of this proposal. The
fiscal effect of the Governor’s partial veto is summarized under “Insurance.”

[Act 25 Section: 1154]

[Act 25 Vetoed Sections: 140 (as it relates to s, 20.145(5)), 156w, 320p, 320r, 522¢, 335m,
535p, 5357, 1286¢, 13541, 1406f, 2032m thru 20665, 2425%¢ thru 24290, 9121{13p), 5221(3p}, 9321{4L),
8321{4p}. 9341(19p), and 9421 {5p}]
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